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Abstract 



This report identifies the countries currently subject to U.S. economic sanctions that restrict 
or prohibit shipments of agricultural and food products. It presents data on the agricultural 
products that these countries import, lays out estimates of the extent to which U.S. 
agricultural exports were reduced in 1996 as a result of these sanctions, and briefly analyzes 
the impact of these “lost export sales” on the U.S. agricultural sector and national economy. 
The report summarizes legislative activity in the 105 th Congress and in the 106 th Congress 
relating to sanctions on U.S. agricultural exports, the Clinton Administration’s July 1999 
policy change exempting food and medicine from sanctions imposed on some countries, and 
arguments made for and against exempting or treating food differently in carrying out U.S. 
sanctions policy. This report will be updated to reflect major congressional action or 
significant policy decisions announced by the Administration on this issue. 




http://wikileaks.org/wiki/CRS-RL30108 



Economic Sanctions and U.S. Agricultural Exports 



Summary 

Various statutes and regulations authorize the President to restrict or prohibit 
trade with targeted countries for national security or foreign policy reasons. The 
exercise of these authorities has resulted in restrictions or prohibitions at times being 
placed on the export of U.S. agricultural commodities and products. The U.S. 
government currently restricts exports of agricultural products as part of across-the- 
board economic sanctions imposed on Cuba and Iraq. Exceptions are made for 
humanitarian reasons, allowing food to be sold or donated to these two countries. 

The Clinton Administration moved last year to lift prohibitions on U.S. 
commercial sales of most agricultural commodities and food products to four other 
countries. The U.S. Department of Treasury on July 27, 1999, issued export licensing 
regulations to implement the Administration’s policy decision to exempt sales of food 
and medical products from future, and some current, sanctions. This will allow sales 
that meet specified conditions and safeguards to be made to Iran, Libya, and Sudan. 
Since this policy went into effect, Treasury has approved licenses allowing for U.S. 
exports of com to Iran and durum wheat to Libya. A separate September 17 th White 
House announcement on easing sanctions against North Korea likely means that sales 
of agricultural products will be allowed under a less restrictive licensing policy. A 
USDA analysis estimates that U.S. economic sanctions on these countries “reduced 
U.S. agricultural exports by roughly $500 million in 1996.” The likely impacts, 
according to a CRS analysis presented in this report, suggest that these “lost export 
sales” may have in 1996 reduced farm income by $150 million. 

Those in favor of changing U.S. sanctions policy to exempt agricultural exports 
argue that restricting exports only hurts U.S. farmers and business, undermines our 
reputation as a “reliable supplier,” and does not change targeted countries’ behavior. 
Those opposed to change argue that current law gives the President flexibility to 
permit food to be shipped for humanitarian reasons and that U.S. food, if sold, could 
be misused by foreign governments and/or not made available to those in need. 
Because of concern about declining farm exports, Congress in recent years has 
focused increased attention on exempting food from U.S. sanctions. In 1998, the 
105 th Congress overrode nonproliferation sanctions to permit USDA financing of U.S . 
wheat sales to Pakistan (P.L. 105-194). In 1999, the House and Senate approved bills 
that differ in their approach to sanctions. H.R. 17 (adopted by the House June 15, 
1999) lays out congressional procedures to approve or disapprove a future embargo 
on agricultural products that is not part of an embargo on all products to a country. 
Senate action proposed changes to current as well as future embargoes. It approved 
an amendment to its LY2000 agriculture appropriations bill (S.1233) exempting 
commercial sales of agricultural and medical products from all current U.S. unilateral 
sanctions, and from future unilateral sanctions proposed by the President, unless 
Congress first approves. This provision was dropped in conference because of 
objections by those opposing any commercial sales to Cuba and because it represented 
a significant change in U.S. sanctions policy. The Senate plans to consider H.R. 17 
during the week of March 20 th . The Senate Loreign Relations Committee also 
reportedly will include food exemption language similar to last year’s floor 
amendment in a foreign trade and assistance bill to be considered on March 23. 
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Economic Sanctions and 
U.S. Agricultural Exports 

Background 

Presidents have used broad statutory authorities to impose embargoes, or 
economic sanctions, on U.S. trade when actions by targeted countries have 
endangered national security or have undermined foreign policy objectives, or are 
needed because of short domestic supply. On occasion, Congress has passed specific 
legislation to require the President to announce sanctions when foreign governments 
take certain actions and to limit his discretion in conducting sanctions policy with 
respect to a specific country. 1 This at times has resulted in prohibitions or restrictions 
placed on U.S. agricultural exports. 

Some embargoes have been selective in nature (e.g., restricting sales of 
commodities and food products but not of other exports). The most often-mentioned 
example is the 1980-81 grain embargo imposed on the Soviet Union following its 
invasion of Afghanistan. In other cases, exports of farm commodities have been, or 
are currently, prohibited or limited as part of an across-the-board embargo applicable 
to all U.S. trade. In implementing these statutes, the Executive Branch has at times 
drawn distinctions in the type of agricultural shipments prohibited or curtailed. For 
example, commercial export scdes might be prohibited, while shipments of food for 
humanitarian reasons (i.e., food aid) are allowed under certain circumstances. 



'General authority to restrict U.S. trade is found in the Trading with the Enemy Act, the 
International Economic Emergency Powers Act (IEPA), and the Export Administration Act 
(EEA). Though the EEA, which authorizes export controls, expired in 1994, its authorities 
continue pursuant to IEPA. Laws that further prescribe the President’s authority to restrict 
trade include the International Security and Development Cooperation Act, the Cuban 
Democracy Act, the Cuban Liberty and Democratic Solidarity Act, and the Arms Export 
Control Act. For additional information on these laws and related authorities and their use, 
see CRS Report 97-949, Economic Sanctions to Achieve U.S. Foreign Policy Goals: 
Discussion and Guide to Current Law, by Dianne E. Rennack and Robert D. Shuey, May 14, 
1999; CRS Report 98-116, Nuclear, Biological, Chemical, and Missile Proliferation 
Sanctions: Selected Current Law, by Dianne E. Rennack, May 27, 1998; CRS Report 
95-248, Cuba: U.S. Economic Sanctions, by Mark P. Sullivan and Dianne E. Rennack, 
November 21, 1996; and CRS Report 98-486, Nuclear Sanctions: Section 102(b) of the 
Anns Export Con trol Act and its Application to India and Pakistan, by Jeanne J. Grimmett, 
August 2, 1999. 
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Countries Subject to U.S. Sanctions 

The U. S. government prohibits or restricts commercial exports of agricultural 
products as part of across-the-board economic sanctions currently imposed on two 
countries for foreign policy or national security reasons: Cuba and Iraq. Sanctions 
on Cuba are imposed on a unilateral basis. With respect to Iraq, the United States 
participates in a multilateral sanctions regime authorized by United Nations (UN) 
resolutions, which supercedes unilateral action taken in 1990 to prohibit U.S. trade 
following Iraq’s invasion of Kuwait. At present, there is no selective U.S. trade 
embargo that singles out agricultural exports, nor is there one imposed for reasons of 
short domestic supply. 

In a policy change formalized on July 26, 1999, the U.S. government now 
licenses commercial sales of most agricultural commodities and food products to Iran, 
Libya and Sudan (under the conditions and safeguards laid out in implementing 
regulations - for details, see Clinton Administration’s Position below). In a 
separate announcement on September 17, 1999, the Administration announced an 
easing of sanctions against North Korea. Restrictions on the export by U.S. firms of 
non-sensitive goods, including most consumer goods, will be lifted. Commercial sales 
of agricultural products are expected to be allowed under export licensing regulations 
(likely to be similar to those announced for the other three countries) to be issued in 
2000. 2 



Food Exceptions to U.S. Sanctions 

The Executive Branch has at times exercised discretionary authority that allows 
exceptions for humanitarian food shipments. This has allowed U.S. agricultural 
products to be exported (usually under license) to four of the six countries subject to 
sanctions as of mid- 1999. Licensed or permitted agricultural exports to these 
countries totaled $107 mi ll ion in calendar 1998 (table 1). In recent years, shipments 
covered by exceptions have included: (1) commercial sales to Iraq under the UN- 
sponsored “oil-for-food” program, 3 (2) donations and sales to eligible non- 



2 White House, Office of the Press Secretary, “Fact Sheet: Easing Sanctions Against North 
Korea,” September 17, 1999. 

3 U.S. firms are authorized to sell (under a specific license issued by the U.S. Department of 
Treasury’s Office of Foreign Assets Control - OF AC) agricultural commodities and food 
products to Iraq only for essential civilian needs. OF AC-licensed sales must conform with 
UN Security Council Resolution 986 (April 14, 1995), which established the “oil-for-food” 
program, and meet other UN requirements and procedures. Under the program, U.S. 
agricultural exports (primarily wheat and dried beans) totaled $81.9 million in 1997, $96.2 
million in 1998, and $9.3 million in early 1999. U.S. exporters are currently eligible to bid 
on Iraqi-planned purchases of commodities and food (paid for out of the revenues generated 
by permitted oil sales) under Phase VI authorized by Security Council Resolution 1242 (May 
21, 1999), covering the May 25 to November 21, 1999, period. Iraq indicated in early 1999, 
though, that it will no longer buy from U.S. and three other countries’ firms, preferring to do 
business with other countries that support its demand for lifting UN sanctions (Associated 

(continued...) 
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governmental entities and private businesses in Cuba, 4 and (3) wheat and wheat flour 
shipments to North Korea 5 and Sudan. 6 Under the UN program, Iraq in the 1997/98 
marketing year was the seventh largest market for U.S. wheat. Shipments to North 
Korea and Sudan were financed by the U.S. Department of Agriculture’s (USDA) 



3 (... continued) 

Press, “Iraq might ban U.S., British imports,” February 23, 1999). For additional 
perspective, see CRS Report 98-680, Iraq: Humanitarian Needs, Impact of Sanctions, and 
the “Oil for Food” Program, by Lois McHugh, August 13, 1998, and CRS Issue Brief 
92117, Iraqi Compliance with Cease-Fire Agreements, by Kenneth Katzman, updated 
regularly. 

^Regulations administered by the U.S. Department of Commerce’s Bureau of Export 
Administration (BXA) prohibit most exports of U.S. origin to Cuba. Three exceptions apply 
to agricultural-related shipments. First, regulations allow U.S. individuals to ship gift parcels 
of food, seeds, veterinary medicines and supplies, among other specified items, to individuals 
in Cuba without a license. Eligible U.S. charitable organizations with an established record 
in delivering humanitarian donations in Cuba may also export food without license. Exports 
of “commingled food products donated for relief’ (HTS# 980210) totaled $ 140,457 in 1 997, 
$62,834 in 1998, and none in 1999 to date (January- July). Second, BXA regulations require 
an export license, issued on a case-by-case basis, for the shipment of donated food (among 
five other categories) for humanitarian puiposes to eligible beneficiaries in Cuba. Exports 
apparently covered by such licenses totaled $ 12,68 1 in 1997 (corn seed and cardamom), none 
in 1998, and $3,730 in 1999(agar-agar, derived from vegetable products). Third, the 
President announced on January 5, 1999, that U.S. policy will now allow “the sale of food and 
agricultural inputs to independent non-governmental entities, including religious groups and 
Cuba’s emerging private sector.” The BXA’s final rule authorizes export licenses to be issued 
for the sale of permitted products to eligible recipients in Cuba and the procedures to be 
followed in transporting such exports ( Federal Register, May 13, 1999, pp. 25807-25808). 
For additional perspective, see CRS Issue Brief 94005, Cuba: Issues for Congress, by Mark 
Sullivan, updated regularly. 

^Regulations generally prohibit exports to North Korea, unless licensed by the BXA. Exports 
of commercially-supplied goods (including food) to meet basic human needs may be 
authorized on a case-by-case basis under BXA-issued validated licenses. During 1998, the 
United States donated 500,000 metric tons (MT) of food aid, primarily wheat, to North Korea. 
In 1999, the United States committed 600,000 MT (100,000 MT which is being shipped, 
100,000 MT for a pilot agricultural project to help improve the country’s potato yield and 
rebuild its damaged agricultural infrastructure, and 400,000 MT to cover expected needs in 
the July 1999-June 2000 period) (USDA News Release No. 0215.99, May 17, 1999). 
Though the White House announced on September 17, 1999, that U.S. trade sanctions will 
be eased, the degree to which licensing procedures pertinent to agricultural exports are revised 
will not become clear until final regulations are issued sometime in 2000. For background and 
additional perspective, see CRS Report 97-551, North Korean Food Shortages: U.S. and 
Allied Responses, by Larry A. Niksch, May 30, 1997, and CRS Issue Brief 91141, North 
Korea ’s Nuclear Weapons Program, by Larry A. Niksch, updated regularly. 

6 U.S. exports to Sudan were prohibited from November 1987 until late July 1999, unless 
OFAC specifically issued a license. Regulations during this period allowed donated articles 
(such as food) intended to relieve human suffering to be shipped without a license. Under a 
food aid initiative, USDA planned to ship 91,930 metric tons of wheat, flour and bulgur 
(estimated at $14 million) in the December 1998-July 1999 period. For additional 
perspective, see CRS Issue Brief 98043, Sudan: Humanitarian Crisis, Peace Talks, 
Terrorism, and U.S. Policy , by Ted Dagne, updated regularly. 
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section 416(b) overseas donations program and the U.S. Agency for International 
Development’s P.L. 480 Title II program. Food donations to these two countries are 
distributed through the UN’s World Food Program. 

Reflecting the 1999-announced change in export licensing policy (see Clinton 
Administration’s Position below), agricultural and food exports in calendar 1999 
totaled $72 mi ll ion (table 1). Under this policy, 55 1,000 MT of corn (valued at $47.6 
million) were sold to Iran, the first since 1995. 

Table 1. U.S. Agricultural Exports to Countries Under Exceptions to U.S. Sanctions 

Regimes 



Calendar Year 


1994 


1995 


1996 


1997 


1998 


1999 


$ in thousands 


Cuba 


135 


62 


7 


153 


63 


4 


Iran 


85,537 


136,410 


0 


0 


0 


47,680 


Iraq 


460 


9 


2,720 


81,944 


96,161 


9,252 


Libya 


0 


0 


0 


0 


0 


0 


North Korea 


0 


4,220 


36 


1,588 


4,044 


7,039 


Sudan 


38,142 


10,474 


15,869 


11,041 


6,495 


8,399 


Total 


124,274 


151,175 


18,632 


94,726 


106,763 


72,370 



Note: Restrictions or prohibitions on U.S. exports to these countries were imposed on Cuba in 1962, on Iran in 1995, 
on Iraq in 1990, on Libya in 1986, on North Korea in 1950, and on Sudan in 1997. Prohibitions on commercial U.S. 
agricultural exports to Iran, Libya, and Sudan were lifted to reflect a U.S. policy change, effective late July 1999. 



Source: USDA, Foreign Agricultural Service 



Sanctioned Countries’ Share of 
World Agricultural Trade 

The six countries affected by U.S. economic sanctions account for a small share of 
world agricultural trade. Table 2 shows that these countries imported almost $7.7 billion in 
agricultural imports in 1 998, or 1 .9% of worldwide imports (excluding the United States) that 
totaled $415 billion. Iran, Iraq and Libya accounted for 83% of the six- nation total, 
purchasing almost $6.4 billion. 

The top commodities (in quantity terms) imported by these countries are wheat and flour, 
rice, corn and vegetable oils (table 3). These countries presently account for about 10% of 
projected world imports of both rice and wheat. 
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Table 2. Agricultural Imports of the Six Countries Affected by U.S. 
Economic Sanctions, Total and Share of World 



Calendar year 


1996 


1997 


1998 


$ in millions 


Cuba 


707.1 


719.5 


655.9 


Iran 


2,998.3 


3,254.5 


3,550.7 


Iraq 


939.7 


1,487.5 


1,718.5 


Libya 


1,252.6 


1,245.0 


1,114.7 


North Korea 


387.4 


455.2 


334.0 


Sudan 


282.2 


327.6 


308.0 


Six-Country Total 


6,557.3 


7,489.3 


7,681.8 


All Countries 1 


440,355.8 


426,937.0 


414,977.9 


percent 


Six-Country Share 
of World 
Agricultural 
Imports 1 


1.49 


1.75 


1.85 



1 Excluding United States. 

Source: Derived from the UN’s Food and Agriculture Organization’s FAOSTAT database 



Sanctions’ Impact on U.S. Agricultural Exports 

USDA’s Foreign Agricultural Service (FAS) estimates that U.S. economic 
sanctions on these six countries “reduced U.S. agricultural exports by roughly $500 
mi ll ion in 1996.” 7 To place into context, this amount would have represented 0.8% 
of U.S. agricultural exports in 1996, if added to recorded agricultural export sales 
totaling $60.4 bil li on that year. FAS broke out these lost sales as $275 million in bulk 
commodities (primarily com and wheat), and $225 million in all other (processed and 
consumer-ready) commodity and food products. FAS arrived at this estimate using 
two assumptions: (1) U.S. exports would be as competitive in these markets as they 
are in world agricultural trade, and (2) trade would be diverted to other destinations 
if U.S. exports to these six countries were permitted. 8 One analyst commented that 



’“Economic Analysis of the Impact of U.S. Trade Sanctions on U.S. Agricultural Exports,” 
Informational Memorandum for the Under Secretary from Lon Hatamiya, FAS Administrator, 
May 18, 1998. 

8 As further explanation, if U.S. agricultural exporters could sell to these “closed” markets, 
U.S. farm exports to the rest of the world in the immediate period would fall somewhat. This 
would occur because other agricultural exporting countries — as they see their sales to these 
six country markets decline because of the competition posed by new U.S. sales — would sell 
elsewhere, a development which would displace U.S. sales. 





